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Fcbruary 13, 2001

Mr, Larry C. Glasscock _ '
President and Chief Executive Officer
Anthcm BlueCross and BlueShield
120 Monument Circle :
‘Indianapolis, IN 46204-4903

Dear Larry: a
Thank you sgein for your interest and for faci-litating a éonvataﬁbh between Goldman
Sachs and Credit Suissc First Boston (CSFB). It is my understanding based on that

conversation, that a number of issues and topics were covered. As you know, we have . . . .

been using CSFB for some time and our process has proceeded significantly. It isin that .. O
contoxt and upon recommendstion from CSFB, that I respond to your letter. . I clearly ..

have considerable respect for what you and your team have accomplished. Knowing you = ™
personally, es I'do, mekes it eagy for me 1o understand that you are sincere in all your
representations end we appreciate that. ‘

Let me addross our issuos as seen through our investruent bankers as follows:

* From a strategic fit and growth opportunity standpoint, it is difficult to see
consisiency between Anthem's cwrent plan purchase strategy end the way we -
currently operate CareFirst. In all of our other discussions, we can cloarly measure
immediate and/or relatively quick economies of scele and market growth
opportunities, and while such may be possible at some future point with Anthem, it

sooms noither promised nor short-term through an affilistion with Anthem at this
time,

* As we view your plans for demutuslization and the work your Board Special
Comumittee must do, even with optimism, it will tske time to complete that
transection. Beyond that, as we understand it, you must also complete a financing
transaction (initiel public offering). Whilc you may have current financial resources,
our investment bankers did not see 2 transaction with you oocurrinig for some time. I
8m sure you understand that we would not want a two-part transaction requiring us to
become a mutusal company before converting to & stock company. ‘
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As T indicated, our Board has had in place & very stratcgic business enalysis process. We
have made considereble progress in these regards based on specific criteria.  While we
understand your optimism in your demutualization and subsequent eccess to cash and/or
a markctablc security, the process could be lengthy and todey the outcame is uncertain.

It is for these reasons we feel it is necessary to oomj:létc' our current prbéésé bcforcwe
cxpend or change the criteria and timing we have in place. Agam, wo are dchghtcd to B
continue 1alking with you regarding opportunities for futurc times.- € A

‘Sincerely

Willigfn L. Jews
President and Chief Bxecutive Officer
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